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SUBJECT: MARCONA - BRIEFING MEMORANDUM SENT TO THE SECRE- 
TARY BY ASSISTANT SECRETARY ROGERS. 

1. THE FOLLOWING IS A BRIEFING MEMORANDUM SENT TO THE 
SECRETARY BY ASSISTANT SECRETARY ROGERS CONCERNING MARCONA: 

QUOTE: MARCONA: LAST JULY'S SUDDEN EXPROPRIATION OF THE 
MARCONA CORPORATION'S PERUVIAN MINING SUBSIDIARY BY THE 
VELASCO GOVERNMENT HAS HAD SIGNIFICANT REPERCUSSIONS. IT 
HAS COST ITS PERPETRATORS DEARLY BY CONTRIBUTING TO THE 
REPLACEMENT OF VELASCO BY MORALES BERMUDEZ. AND IT HAS 
BROUGHT US DIRECTLY INTO THE ACT. MORALES BERMUDEZ. WHO IS 
EAGERLY SEEKING WAYS TO RECONCILE PERU'S REVOLUTION WITH 
BETTER RELATIONS WITH US, REINTERPRETED THE EXPROPRIATION 
DECREE TO ALLOW FOR PAYMENT OF COMPENSATION. BUT THE GOP 
AND MARCONA DID NOT COME CLOSE TO AGREEMENT IN THEIR DIRECT 
DISCUSSIONS. AT THEIR JOINT REQUEST, WE FIRST DIRECTLY 
INVOLVED OURSELVES ALMOST FOUR WEEKS AGO. 

LAST WEEK, AN INTERAGENCY DELEGATION HEADED BY ALBERT 
FISHLOW HELD A SECOND ROUND OF DISCUSSIONS AT BOTH THE 
TECHNICAL AND POLITICAL LEVEL IN LIMA. THESE NEGOTIATIONS 
WERE PARTICULARLY INTENSE, AND WERE DOMINATED BY THE EFFORT, 
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RESPONSIVE TO THE WISHES OF FOREIGN MINISTER DE LA FLOR, 
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TO FIND A WAY FOR PERU TO RESUME ORE SALES IMMEDIATELY. 
(MARCONA, IN AN EFFORT TO PROTECT ITS INTERESTS, HAS 
PREVENTED SHIPMENTS UP TO NOW.) WITH THE CONSENT OF THE 
COMPANY, TWO SPECIFIC INTERIM PROPOSALS WERE PRESENTED TO 

THE PERUVIANS. BOTH WERE ULTIMATELY REJECTED BY THE GOP, 
ALTHOUGH THE SECOND CAME VERY CLOSE TO ACCEPTANCE, AND MAY 
YET RING THE BELL. 

DESPITE THE APPARENT IMPASSE, WE BELIEVE WE HAVE ACCOMPLI 
SHED THREE IMPORTANT THINGS. WE HAVE: 

- CLARIFIED THE PARAMETERS WITHIN WHICH AN ACCEPTABLE 
SETTLEMENT MUST BE FOUND. THE PERUVIANS NOW KNOW THAT 
THEY WILL NOT GET OFF CHEAP, AND ARE NOW THINKING IN THE 
RANGE OF 30 MILLION DOLLARS OR MORE (STILL FAR FROM 
MARCONA'S PRESENT CLAIM OF 100 MILLION DOLLARS, BUT A 
GREAT IMPROVEMENT). IN ADDITION, THEY HAVE A CLEARER 
NOTION OF THE POLITICAL AND ECONOMIC TRADEOFFS BETWEEN 

AN OUTRIGHT CASH SETTLEMENT THAT WOULD ELIMINATE MARCONA 
FROM THE PERUVIAN SCENE, AS COMPARED TO A SETTLEMENT 
INVOLVING AN ONGOING, THOUGH INDIRECT, RELATIONSHIP WITH 
MARCONA; 

- ACCELERATED THE INTERNAL AUDIT PROCESS WHICH, FOR 
PERUVIAN POLITICAL REASONS, WILL HAVE TO BE COMPLETED 
BEFORE ANY SETTLEMENT CAN BE REACHED. (THE PREVIOUS 

HEAD OF THE PERUVIAN STATE MINING CONCERN, WHO HAD OPPOSED 
ANY SETTLEMENT AND THEREFORE DELAYED ACCOUNTING, HAS ONLY 
RECENTLY BEEN REPLACED; NOW THERE IS NO EXCUSE, AND INDEED 
A STIMULUS TO COME TO SOME PRELIMINARY RESULT, IN VIEW 
OF THE DECEMBER 7 OR 8 DATE NOW SET FOR THE PERUVIANS 
TO COME TO WASHINGTON.) 

- DEVISED A SCENARIO THAT SHOULD ENABLE THE PLAYING OUT 
OF THE SETTLEMENT PROCESS WITHOUT A MAJOR U.S.-PERUVIAN 
CONFRONTATION. THIS SCENARIO IS BASED ON PERUVIAN AWARE- 
NESS THAT THE U.S. MUST VOTE AGAINST ANY LOAN COMING UP IN 
THE INTERNATIONAL FINANCIAL INSTITUTIONS AND A WILLINGNESS 
TO REFRAIN FROM BRINGING LOANS TO A VOTE. IT ALSO DEPENDS 
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UPON SUFFICIENT PROGRESS IN NEGOTIATIONS BEFORE MID- 
DECEMBER, BY WHICH TIME WE WILL HAVE TO DECIDE ON PERU'S 
CONTINUING ELIGIBILITY FOR GSP. ITS SUCCESS DEPENDS ON 
OUR CONTINUING TO WALK THE FINE LINE BETWEEN BEING 
SCRUPULOUSLY UNYIELDING WITHOUT BEING THREATENING. 

THE NEXT TWO WEEKS ARE CRITICAL. WE HAVE PUT THE INITIA- 
TIVE BACK TO PERU, AND THEY KNOW IT. OUR NEGOTIATORS HOPE 
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THAT PERU MAY YET ACCEPT SOME VERSION OF THE INTERIM 
PROPOSALS, WHICH ENTAILS THE RESUMPTION OF SHIPMENTS WITH 
A COMMITMENT TO CONTINUED NEGOTIATIONS TOWARD JUST 
COMPENSATION. THIS WOULD RE-ESTABLISH SOME COMMON INTE- 
RESTS BETWEEN MARCONA AND PERU AND WOULD PROVIDE THE 
FLEXIBILITY WHICH WOULD MAKE AN ULTIMATE SETTLEMENT 
EASIER. END OF QUOTE. KISSINGER 
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